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In Brazil's Oct. 6 general elections, Luiz Inacio Lula da Silva of the Partido dos Trabalhadores (PT)
came just short of a first-round presidential victory with 46.4% of the vote. To win on the first round,
a candidate needed 50% plus one of the valid votes. The runoff will take place on Oct. 27, Lula's 57th
birthday.
In his fourth try for the presidency, Lula took twice the percentage of votes as second-place
candidate Jose Serra of the governing Partido da Social Democracia Brasileira (PSDB), who had
23.2%. Former governor of Rio de Janeiro Anthony Garotinho of the Partido Socialista Brasileiro
(PSB) came in third with 17.9% of the votes, while former governor of Ceara Ciro Gomes of the
Partido Popular Socialista (PPS) was fourth with 12%.
"Yesterday, 76% of the population voted in favor of a new economic model for this country," Lula
said on Oct. 7, referring to the PT vote combined with those of Garotinho and Gomes. "I want to
thank all the people who this time did not fear change." Voters also elected 513 members of the
lower house and 54 members of the 81-seat Senate, 27 governors, 27 vice governors, and 1,024 state
deputies. Brazil has 26 states and a federal district (Brasilia).
The PT gained six Senate seats for a total of 14, becoming the third-strongest party in the Senate.
The Partido da Frente Liberal (PFL) will have 20 seats, the Partido do Movimento Democratico
Brasileiro (PMDB) will have 18, and Serra's PSDB will have 11.
Economist Aloizio Mercadante, elected to the Senate for Sao Paulo, was one of the big surprises, and
his influence within the PT will likely grow. The rise of the PT in Sao Paulo state is crucial for Lula
as it is home to nearly 20% of the national electorate. In the lower house, the PT also showed strong
gains and will have 91 seats in the 513-seat Chamber of Deputies, the most of any party. The PFL will
have 84, the PMDB 74, and the PSDB 71. Gomes' PPS will have 15 and Garotinho's PSB 49.
Both political analysts and the PT were surprised by the party's strong showing in congressional
and gubernatorial races. Of the 12 state governors elected in the first round, two are from the
PT, including in Acre and a surprise victory in the northeastern state of Piaui, where opinion
polls indicated the PT candidate did not stand a chance. In addition, PT candidates will be in the
gubernatorial runoff in eight states, compared to six for Serra and Cardoso's PSDB. In four states,
including the richest and most populous, Sao Paulo, the runoff will pit the PT against the PSDB.
In Sao Paulo, the PT's Jose Genoino defied all predictions and will face current Gov. Geraldo
Alckmin in the runoff. Garotinho's wife, Rosinha Garotinho, was elected governor of Rio de Janeiro
state for the PSB, which also took the governorships in Alagoas and Espiritu Santo.
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The PPS took Mato Grosso and Amazonas. With a population of 175.4 million, Brazil has 115.3
million registered voters. Poverty, defined as earning less than 125 reais (US$36) a month, affects 54
million people, 31.2% of the population.
Open unemployment is 7.5% of the economically active population (EAP), with underemployment
affecting 21% of the EAP. Brazil has the world's fourth-worst income distribution, with the richest
10% of the population controlling about half of economic output. Sociologists often use the term
"Brazilianization" to describe processes in other countries in which poor distribution of wealth
continues to worsen.

Lula's strong showing gives Latin American left a boost
The strong showing by former metalworker Lula gave hope to the left that it may again be a political
force to contend with in Latin America. Buenos Aires mayor Anibal Ibarra, from the Frente del Pais
Solidario (FREPASO), said Lula provides "a great chance for the region, and perhaps the start of
another kind of relationship between the region and the international financial institutions."
In Colombia, Julio Gomez, secretary general of the Confederacion de Trabajadores Democraticos
de Colombia (CTDC), said that, if Lula takes the presidency, several other Latin American countries
could initiate a process for jointly renegotiating their foreign debt. Even though some PT members
were disappointed that they failed to win a first-round victory, Lula was exuberant. "I'm more
motivated than ever," he said. "We achieved the most extraordinary victory of any party of the left
on this continent."

Poverty, income disparity affect vote In his campaign
Lula capitalized on the widespread frustration with eight years of neoliberal reforms that have
benefitted foreign investors and satisfied the demands of the International Monetary Fund (IMF)
but caused a slowdown for local industry and curbed growth. Analysts said the PT gains reflected
mounting discontent in Brazil and across Latin America with the "Washington consensus," which
held that free-market reforms and privatization would improve the lives of Latin Americans.
For many, things have not changed for the better. For instance, the consumer advocate's office in
Rio de Janeiro said that, although the cost of getting a new phone has dropped considerably, the
average monthly phone bill in Rio has soared 290% since privatization. "I think there are genuine
concerns that the private sector and investors are doing whatever they please in Brazil, and the
current government is complacent about it," said office coordinator Leandro Antunes de Oliveira.
"We feel we have gone as far as we can under this model. Now, Brazilians want a government of the
people. They want real change."
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But the prospect of a Lula presidency has brought incredible opposition in the media and the
markets. In Lula's previous three election bids, the overwhelmingly conservative Brazilian media
closed ranks against him. In this race, Lula's main opponent was the international financial
community. Goldman Sachs even created a "Lula- meter" to measure the effect of Lula's steady
rise in the polls. Six months ago, as Lula held his lead in the polls, the banks downgraded Brazil's
credit rating, precipitating a slide in the value of the real. At the same time, the administration of
US President George W. Bush backed a US$30 billion IMF credit to boost the standing of President
Fernando Henrique Cardoso, and, by extension, the chances of Serra, Cardoso's hand-picked choice
to succeed him. But the loan was also an attempt to tie the hands of the next president.
The IMF made clear that future loan disbursements would depend on following IMF mandates. In
case the message was not clear, international financier and currency speculator George Soros said
bluntly, in an interview with the Folha de Sao Paulo in August, that Brazil would not be allowed to
elect Lula president. As long as Lula led the polls, Soros predicted, and even more should he win,
the Brazilian real would be under speculative attack. Therefore, if elected, Lula would be forced to
declare a moratorium on Brazil's debt, precipitating an even worse catastrophe than the one playing
out in Argentina. It was tough, he said, but, "in ancient Rome, only the Romans voted. In modern
global capitalism, only the Americans vote, not the Brazilians."
To many Brazilians, his remarks were yet another example of their lives being run by high-powered
financiers. "We have just as much economic uncertainty and social exclusion as ever, but now, we
don't even have control of our own nation," said Rio resident Dario Barberio. "That's why I think it's
time to give Lula a chance."
Lula blamed Brazil's economic troubles on what he called greedy quick-hit investors who fed off
markets but didn't invest in productive industries. The government raised interest rates as high as
45% to attract foreign capital during a 1999 currency crisis. "Against the greed of those who want to
make easy money, we want to offer the chance to make money by producing producing food, cars,
clothes, and other goods," Lula said. "It's production that determines the greatness of a country."
Meanwhile, investors and market analysts are waiting to see who Lula would appoint to run
economic policy. Many have urged him to keep Brazil's market-friendly Banco Central do Brasil
(BCB) president Arminio Fraga. But Lula has made it clear that that will not happen. "We are
going to pick someone who loves Brazil and who, at the same time, understands the subtleties of
the market," Lula said. "But we also want someone who understands the subtleties of hunger, of
unemployment."
Besides worrying about investors, Lula is also committed to social change. "The economic area will
not be an all- powerful god," Lula said. "We won't subordinate government policy to the economy
or we'll spend four years doing nothing. We want to make profound changes in Brazil, especially
in social areas." Lula said Brazil's first concern would be helping Argentina and strengthening the
Southern Cone Common Market (MERCOSUR) trade bloc, made up of Brazil, Argentina, Uruguay,
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and Paraguay, with Chile and Bolivia as associated members. "I have special affection for Latin
America and MERCOSUR," he said. "We have to help Argentina at this moment, and we must
revive MERCOSUR and bring in Chile, Peru, and Venezuela."

A Lula presidency will affect FTAA
If Lula wins, it will likely have an impact on US- Brazilian relations. He has criticized the proposed
hemispherewide Free Trade Area of the Americas (FTAA), backed by President Bush, and the
negative effects of globalization. A Lula presidency would give impetus to a bloc of Latin leaders
who are now resisting policies that emphasize US-style free trade. Many Brazilians share those
reservations, partly out of fear of lost jobs because of a deluge of less expensive imports but also out
of a doubt that the US will eliminate agricultural subsidies that protect US farms but seriously hurt
Brazil's leading exports. Lula wants a strong MERCOSUR to lead negotiations with the US on the
creation of the FTAA by 2005.
"The [FTAA] proposal as it is does not mean integration," Lula said, "but an annexation of the
Latin American economies to the economy of the United States." Much of the business sector also
questions the FTAA. Last month, the Federacao das Industrias do Sao Paulo (FIESP) released a study
showing Brazilian companies stand to lose millions of dollars if a free trade agreement is struck
with Washington. "I'm totally against the FTAA," said Tania Maria Luiz Santos, an unemployed
secretary. "From what I understand, the US would get everything and we would get nothing. We're
tired of being told what to do with our economy by foreigners. Brazil should be left alone to make its
own decisions."

Runoff campaign underway
The runoff campaign began in ernest Oct. 10. Serra, a former Cabinet minister, will emphasize
his experience in government compared with Lula, who has never held elective office. Serra
immediately made campaign changes, firing campaign coordinator Joao Pimenta da Veiga and
replacing him with Jose Anibal of the PSDB and Michel Temer of the PMDB, leaders of the two
parties in Cardoso's coalition.
Serra will enjoy the support of six governors who were elected outright in the first round, and who
either form part of the ruling PSDB-PMDB coalition or are close to it. But Serra will have an uphill
battle because of Lula's enormous lead, as well as the combined 25 million votes taken by Garotinho
and Gomes, both of whom are expected to support the coalition headed by the PT. Serra said he was
not discouraged by his showing in the first round.
"The struggle continues and the conditions are different, but we will win this round," he said.
In commenting on the results, Lula stressed that less than one-fourth the electorate supported
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Serra. "We are going to look for the support of the 76% of Brazilians who voted against the present
economic model," said Lula.
Lula is counting on the support of Garotinho and Gomes, but Garotinho's camp suggested his
backing would not come cheap. PSB vice president Roberto Amaral said he wanted Lula to clarify
his party's "alliances with the center. We want to know to what extent these alliances are statistical,
just electoral or will count for the next government." Still, people who cast their ballots for Gomes or
Garotinho are more likely to support Lula. Lula's candidacy also received a boost from two former
presidents Jose Sarney (1985-1990) and Itamar Franco (1992-1994), both of the PMDB, although the
party will back Serra.

-- End --
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